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SUBJECT: NEW CENTRAL BANK PRESIDENT RAISES INTEREST 
RATE CEILING 


REF: SAN JOSE 3538 

1. THE BOARD OF DIRECTORS OF THE CENTRAL BANK OF COSTA RICA 
MET SEPTEMBER 17 AND NAMED BERNAL JIMENEZ AS THE BANK’S NEW 
PRESIDENT. AT THE SAME MEETING THE BOARD APPROVED A SERIES 
OF MEASURES DESIGNED TO REVERSE THE OUTFLOW OF SHORT-TERM 
CAPITAL WHICH COSTA RICA HAS RECENTLY SUFFERED, AND WHICH 
MAY HAVE BEEN A CONTRIBUTING FACTOR IN THE RESIGNATION OF 

FORMER CENTRAL BANK PRESIDENT CTAUDIO ALPIZAR. 

2. IN ORDER TO ENCOURAGE AN INFLOW OF SHORT-TERM CAPITAL, 

THE CENTRAL BANK WILL NOW ALLOW COSTA RICAN NATIONAL BANKS 
TO RECEIVE AND DENOMINATE DEPOSITS IN DOLLARS, POUNDS 
STERLING, GERMAN MARKS, SWISS FRANCS AND FRENCH FRANCS. 
INTEREST RATES ON SUCH DEPOSITS, WHICH WILL BE REVISED 
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MONTHLY BY THE CENTRAL BANK, WILL BE 8 PERCENT FOR DEPOSITS 
OF FROM SIX TO NINE MONTHS, 9 PERCENT DEPOSITS OF FROM NINE 
TO TWELVE MONTHS, AND 1 1 PERCENT FOR DEPOSITS OF TWELVE MONTHS 
OR LONGER. INTEREST WILL BE PAID EVERY THREE MONTHS ON 
A TAX-FREE BASIS IN EITHER FOREIGN CURRENCY OR COLONAS 

AT THE OPTION OF THE DEPOSITOR. 

3. THE CENTRAL BANK ALSO RAISED THE INTEREST RATE 
CEILING APPLICABLE TO LOCAL SAVINGS AND LOAN TYPE INSTI- 
TUTIONS ( FINANCIERAS ). THESE INSTITUTIONS WILL BE 
PERMITTED TO PAY INTEREST AT A LEVEL ESTABLISHED MONTHLY 
BY THE CENTRAL BANK WHICH WILL BE BASED ON THE LONDON 
INTERBANK OFFERING RATE. THE EFFECT OF THIS MEASURE, AT 
PRESENT, WILL BE TO INCREASE THE INTEREST RATE THAT SUCH 
INSTITUTIONS CAN OFFER FOR DEPOSITS OF ONE YEAR OR MORE 

IN COLONES FROM 12 PERCENT TO 14 PERCENT. TO THE EXTENT THAT 
SUCH DEPOSITS COME FROM OUTSIDE THE COUNTRY THEY WILL NOT GIVE 
RISE TO ANY OBLIGATORY RESERVE REQUIREMENT. 

4. A THIRD MEASURE TAKEN BY THE CENTRAL BANK TO DEFEND 
THE COLON WAS TO INCREASE THE INTEREST RATE ON NON-TERM 
SAVING DEPOSITS TO 3 PERCENT FOR DOLLAR DEPOSITS AND 5 PERCENT 
FOR DEPOSITS IN COLONES. 

LANE 
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